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PREFACE 



This Note was prepared for the project "New Realities in the Global Arms Trade," 
sponsored by the Under Secretary of Defense for Policy. This research was undertaken by 
the International Security and Defense Strategy Program of RAND'b National Defense 
Research Institute, a federally funded research and development center sponsored by the 
Office of the Secretary of Defense and the Joint Staff. This Note should be of interest to 
individuals and organizations concerned with Third World and Chinese arms production and 
arms sales. 



SUMMARY 



The Third World has long been a major arms market for Soviet and Western suppliers. 
In the past 20 years, however, the Third World itself has become a provider, as well as 
consumer, of weapon systems. Several Third World nations have built up extensive domestic 
arms industries, and many have aggressively marketed their weapons abroad. Not only are 
many of these countries able to offer a broad selection of military equipment, from small 
arms to combat aircraft, but the quality and technology of these systems are often quite high. 
The easy availability of such higher capability arms has had a major effect upon the regional 
military balances and security situations in several parts of the Third World, a development 
that has not escaped the notice of the West. 

The People's Republic of China is far and away the largest exporter of military 
equipment in the Third World. China was a latecomer to the Third World arms bazaar, 
although it has long possessed a huge indigenous defense industry producing a wide range of 
weapon systems. Beginning in the late 1970s and accelerating during the 1980s, however, 
China made up for its late start with a vengeance. By the mid-1980s, in fact, China had 
become the fourth or fifth largest supplier overall of weapons to the Third World, after the 
Soviet Union, the United States, France, and perhaps the United Kingdom. Moreover, China 
is one of the developing world's few "full-service" suppliers of military equipment, offering 
major ground, sea, and air systems for export. 

This Note addresses the following issues: What kind of weapons have the Chinese sold 
abroad, and what effects have these arms sales had on Third World regional security 
developments? In particular, how do they affect U.S. security interests in the Third World? 
A good example of U.S. concerns about the possible fallout is China's supplying Iraq with 
Silkworm antishipping missiles, which helped precipitate a major crisis in the Persian Gulf 
in the late 1980s. In addition, how might future Chinese weapon systems currently under 
development affect these issues? How concerned should the United States and the West be 
over Chinese arms modernization, and what Chinese weapon programs should the West 
track most closely? 

The Chinese see arms sales as a means of earning hard currency and gaining access to 
foreign technology. In both cases, these motivations were primarily driven by the 
requirement to modernize and overhaul the People's Liberation Army (PLA). The majority of 
Chinese arms sold abroad are simply copies of old Soviet designs. Many of these Soviet- 
derived weapons have been extensively modified and even improved upon, however, and the 
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Chinese are increasingly attempting to develop and build their own indigenous weapon 
systems. The most critical categories of arms to examine are combat aircraft, main battle 
tanks, armored personnel carriers, surface-to-air missiles, and antishipping missiles. 

Chinese weapons have apparently contributed little serious offensive capability to 
Third World arsenals in which they can be found, and the effect of these weapons on U.S. 
options for direct military intervention in regional conflicts ib small. In most cases, these 
arms would be no match for technologically superior U.S. or other Western weapon systems. 
For example, U.S. countermeasures should easily outwit Chinese antishipping or antiaircraft 
missiles; Chinese antitank weapons probably could not penetrate U.S. armor. Chinese 
armaments in the arsenals of potential U.S. adversaries (e.g., Iraq or North Korea) are not 
usually found in frontline forces. In the Gulf war, Chinese weaponry in the Iraqi armed 
forces did not distinguish themselves in battle. At best, therefore, these weapons might be 
said to have a nuisance value. 

The transfer of Chinese weaponry to Africa, Asia, or the Middle East generally has not 
led to any substantial military destabilization of these regions — or at least they have not 
been as serious a cause as the Bale of Soviet, Western, or other Third World armB. For the 
most part, the kinds of other Third World forces these weapons would conceivably go up 
against (e.g., Pakistan vs. India, Egypt vs. Israel, Zimbabwe vs. South Africa) are usually 
superior in firepower and offensive capacity, Bometimes vastly so. Chinese equipment in 
Iran'B armed forces was no match for the Soviet or French arms in Iraq's army, for example. 
In several instances, therefore, Chinese systems have served mainly to boost a Third World 
country's defensive capacities, by improving its ability to patrol and protect its national 
airspace or territorial waters and to guard its frontiers. 

Nevertheless, because of their simplicity, ruggedness, easy availability, and low price, 
Chinese arms purchases give some very important advantages to Third World countries. 
Chinese armaments may constitute the "low" in a "high-low 1 * weapons mix. Chinese weapons 
allow much smaller or poorer Third World countries (the "Fourth World") to possess 
reasonably large and effective armed forces. Finally, China has become an important source 
of weapons for some 6o-called "pariah" nations. 

In certain key areas, Chinese arms sales could endanger important U.S. clients in the 
developing world or even constitute a threat to U.S. strategic interests in various Third 
World regions. First, China, often with help from Western friends, produces a few very 
potent weapon Bystems that could profoundly affect regional military balances. These 
include the F-7M Airguard (a copy of the MiG-21), the Silkworm family of antishipping 
missiles, and various types of ballistic missiles. For example, although it did not constitute 
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much of a threat to military vessels, Iran's deployment of Silkworm missiles nevertheless 
sent chills down the spine of commercial shipping in the Gulf. The risks stemming from the 
possible proliferation of Chinese ballistic missile systems or surface-to-surface missile (SSM) 
technology is self-evident. The transfer of CSS-2 intermediate-range ballistic missiles to 
Saudi Arabia is a good example of how Chinese arms sales can undermine U.S. political goals 
in the Third World, while the possible Bale of M-9 short-range ballistic missiles to Syria or 
the M-ll to Pakistan could constitute a serious military challenge as well to U.S. or Western 
interests in the Third World (e.g., threatening Israel). Second, Chinese armB production and 
exports could possibly weaken U.S. strategic ties with various friends and allies in the Third 
World. Thailand has used its weapons purchases from China to lessen its dependence upon 
the United States for arms, while the CSS-2 missile sale temporarily cooled Saudi-American 
relations; in addition, Israeli military assistance to China is a potential source of tremendous 
friction between Tel Aviv and Washington. Finally, the low cost of Chinese equipment 
permits an attacker the option of using superior numbers to overwhelm a technologically 
more advanced opponent. For all these reasons, therefore, the potential political/military 
effect of Chinese weapon systems in the Third World, although small, cannot be totally 
ignored. 

A shrinking Third World market for arms, growing competition from other developing 
countries, and an increasingly demanding clientele have seriously affected recent Chinese 
arms sales. The People's Republic risks losing many of its traditional and more recent 
customers if it cannot satisfy their growing demands for weaponry of higher quality and more 
advanced technology. In addition, it is uncertain whether the Gulf war will lead to a 
resurgence in arms sales to the Middle East from which the Chinese could profit, or to the 
imposition of strict weapons export controls, particularly where Iraq is concerned, as many 
have called for. 

The future for Chinese arms sales therefore depends upon China's ability to produce 
more advanced weapon systems. China is certainly at no Iobs for highly ambitious new 
programs, and it currently has several projects at various stages of development with the 
potential for export. However, probably few of these programs will actually lead to large- 
scale production efforts, given the powerful domestic impediments to modernization and the 
limited prospects for securing foreign assistance, particularly foreign technology. 

With few new large arms agreements in the offing, Beying is faced with three possible 
options. One is to make up for this with lots of small sales, particularly by concluding one- 
time-only arms deals with countries to which China has not previously sold weapons. 
Chinese armaments still have the advantage of low price, simplicity, and reliability; and to 
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it8 credit, China has had some recent success in expanding its customer base. However, it 
has always had a very limited clientele, few of whom are among the major Third World 
buyers of arms; and it has thus far failed to penetrate several potentially lucrative markets, 
such as Latin America, Northern Africa (aside from Egypt), or, outside of a few customers, 
the Middle East. Part of the difficulty here is political; many of the countries in these regions 
are either Soviet or American client states. Others— such as the conservative Arab states, 
Chile, and rightist regimes in Central America— are traditionally anti- M Red China," and 
many in fact still recognize Taiwan as the Republic of China. In addition, the People's 
Republic has historically had few diplomatic dealings with countries in these regions, so its 
ties to them tend to be weak. Still others are themselves competitors with China for Third 
World arms sales. Finally, China's edge in pricing and availability could deteriorate, as the 
Soviet Union, the former East European communist states, and even the West^who are all 
flush with excess weaponry and overcapacity in their defense production — could flood the 
world arms market with high quality secondhand weapons at rock-bottom prices. 

China can accelerate its modernization and upgrades programs to stay competitive. 
Achieving that, however, will be nearly impossible without massive amounts of foreign 
assistance, both financial and technological, which in the present political atmosphere is 
difficult to foresee. Yet even if certain foreign collaborative programs do come back on line, 
they will remain modest compared with China's overall military modernization 
requirements. 

Finally, the Chinese could choose to specialize in future modernization and arms sales. 
Drawing on traditional strengths in certain areas of domestic military R&D and production— 
again, mainly combat aircraft, antishipping missiles (AShMs), and SSMs— and making 
pointed use of foreign assistance in key fields, China could carve out quite a good-sized niche 
for itself in a few highly lucrative categories of arms (thus underwriting the modernization of 
the PLA). Perhaps the most important of these is low-end combat aircraft. Over the next 
decade, several dozens of countries around the Third World will need to start replacing aging 
MiG-198, MiG-21s, Mirage Ills, and F-5s. At the same time, neither the Soviet Union nor the 
West (since the cancellation of the F-20 Tigershark) has any program for producing a simple, 
low-cost, light-combat fighter. The MiG-29 and Su-27 are large, complex aircraft, suited 
more to current Soviet needs than to those of most Third World countries. The French 
Rafale, the European Fighter Aircraft (EFA), and the Swedish Gripen are all too expensive. 
The British Aerospace Hawk 200 is touted as a low-cost fighter jet, but it lacks a true 
fighter's supersonic speed and maneuverability. Even the F-16 has grown too heavy and too 
expensive for much of the Third World. The market, therefore, is wide open to a Chinese 
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fighter option, such as the Super-7, should the Chinese be able to get such a program off the 
ground and running. Furthermore, the Sino-Pakistani K-8 trainer/light attack jet could offer 
serious competition in Third World markets, and this program should also be closely 
watched. 

China has long been quite strong in the area of antishipping missiles, and Chinese 
AShMs offer a cheap, plentiful, and fairly sophisticated option for Third World countries 
wishing to strengthen coastal defenses and ship-to-ship capabilities; in conjunction, China 
could expand its sales of missile patrol craft and frigates (armed with the new AShMs) and 
retrofit existing naval vessels with more modern antishipping weapons. China could also 
become a major supplier of ballistic missiles, as well as offer several kinds of key upgrades, 
subsystems, and technologies for export, and SAM/SSM/AShM technology transfers. Finally, 
as is already evident in such endeavors as the Sino-Pakistani K-8 aircraft and China's aid to 
Iran's ballistic missile program, China could become increasingly active in joint ventures 
with other Third World countries in developing and producing weaponry. 

The emphasis in Chinese arms transfers to the Third World could undergo a dramatic 
shift, therefore. China may continue to provide low-end military equipment to the Third 
World, but increasingly its arms exports could be directed toward fulfilling a few niches of 
"mid-tech" weaponry, if it acted to put the right priorities and resources into those programs 
with the most potential for foreign sales. In fact, there are some indications that China 
might indeed be moving in such a direction, given its recent efforts to push its missile 
products and its attempts to find foreign partners for its aircraft programs (while 
maintaining a certain level of sales of its more traditional main battle tanks, artillery, 
ammunition, and patrol craft). If so, then Chinese weapon sales to the Third World, 
although fewer perhaps, eventually could substantially influence regional military situations. 
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I. INTRODUCTION 

The Third World has long been a major arms market for Soviet and Western suppliers. 
In the past 20 years, however, the Third World itself has become a provider, as well as 
consumer, of weapon systems. Brazil, Israel, India, Egypt, South Africa, and Singapore have 
all built up extensive domestic arms industries, and many have aggressively marketed their 
weapons abroad. Not only are many of these countries able to offer a broad selection of 
military equipment, from small arms to combat aircraft, but the quality and technology of 
these systems are often quite high. The easy availability of such higher capability arms has 
had a major effect upon the regional military balances and security situations in several 
parts of the Third World, a development that has not escaped the notice of the West. 

The objective of RAND's project on "New Realities in the Global Arms Trade** is to 
examine recent important developments and trends in the manufacture and export of 
conventional weapons by countries of the Third World. Particular emphasis is placed on 
indigenous research and development and on the domestic production of arms and weapon 
systems in the developing world, especially the production of higher technology items. The 
purpose is also to assess the effects of these trends and developments on U.S. power 
projection capabilities, on U.S. regional interests, and on regional balances around the world, 
and to determine what policy options the United States might wish to consider in meeting 
this potential challenge. 

Recent trends and developments in arms production and transfers in this region 
indicate that the People's Republic of China is especially critical, as it is far and away the 
largest exporter of military equipment in the Third World. China was a relative latecomer to 
the Third World arms bazaar, although it has long possessed a huge indigenous defense 
industry producing a wide range of weapon systems. Beginning in the late 1970s and 
accelerating during the 1980s, however, China has made up for its late start with a 
vengeance. Between 1985 and 1989, the People's Republic had exported nearly $7 billion 
worth of arms; during that same period, its closest Third World competitor, Brazil, sold only 
SI. 4 billion worth. 1 By the mid-1980s, in fact, the country had become the fourth or fifth 
largest supplier overall of weapons to the Third World, after the Soviet Union, the United 
States, France, and perhaps the United Kingdom. Moreover, China is one of the developing 
world's few "full-service" suppliers of military equipment, offering major ground, sea, and air 
systems for export. 



1 Third-world arma induatriea: Sworda not ploughaharca," Economiat, March 21, 1991. 



Given these general observations, this Note seeks to address the following issues: 
What kinds of weapons have the Chinese sold abroad, and what effects have these armB sales 
had on Third World regional security developments? In particular, how do they affect U.S. 
security interests in the Third World? A good example of U.S. concerns about the possible 
fallout is China's supplying Iraq with Silkworm antishipping missiles (AShMs), which helped 
precipitate a major crisis in the Persian Gulf in the late 1980s. In addition, how might future 
Chinese weapon systems currently under development affect these issues? How concerned 
should the United States and the West be over Chinese armB modernization, and what 
Chinese weapons programs should the West track most closely? 

Section II examines trends and developments in past and present Chinese arms 
transfers to the Third World and discusses the implications that the availability of these 
weapon systems have had for Third World military forces. Section III looks at the prospects 
for Chinese arms modernization with an eye to how these developments might affect future 
sales. Section IV addresses the effect of recent sales on regional military balances and 
security environments, and what future ChineBe weapon Bystems, if marketed abroad, might 
cause the most concern for Western security interests in the Third World. 



II. CHINESE ARMS SALES TO THE THIRD WORLD 

THE PATTERN OF CHINESE ARMS SALES, PRE-1977 

Before 1977, Chinese arms transfers to the Third World were fairly small and had a 
decidedly ideological tinge to them. Sales tended to be periodic, and the actual quantities of 
arms sold were quite modest (see Table 1). Major recipients of Chinese weaponry were 
Pakistan, Tanzania, and North Korea, while China also enjoyed some modest success in 
supplying various African states such as the Congo, Sierra Leone, Sudan, and Zaire. 
Nevertheless, China supplied arms to only a handful of Third World countries, usually in 
very small batches, and the catalogue of offered Chinese weapon systems was quite slim: 
mainly patrol boats, tanks, fighter jets, artillery pieces, and small arms. Furthermore, the 
fighting capabilities of many of these weapons, such as their combat aircraft, were 
unimpressive. 

In keeping with its revolutionary ethics, particularly during the Cultural Revolution, 
China supplied weapons and other equipment to various revolutionary regimes and national 
liberation fronts, such as North Vietnam and the Khmer Rouge. In its attempts to become a 
major player in the nonaligned movement and to bolster Third World solidarity against both 
U.S. and Soviet "imperialism," China provided arms to several African and Asian states 
during the 1960s and early 1970s. For example, Tanzania, which during this period was one 
of the chief beneficiaries of Chinese foreign aid {the Chinese-built Tanzania-Zambia railway 
was at the time the single largest foreign assistance project ever undertaken by the People's 
Republic), was also a major recipient of Chinese arms. Finally, because of the Sino-Soviet 
split, China became an important supplier of weaponry to "independent" communist states 
(as a means of preventing total isolation from the rest of the communist world) and to other 
Soviet adversaries, such as Albania, North Korea, and Pakistan. 

In most cases, the Chinese usually provided the weapons at very low cost or even as 
free military aid. 1 In fact, the Chinese during this time generally criticized the idea of for- 
profit foreign arms sales, and Mao Zedong frequently chastized the United States and the 
Soviet Union for their roles as "merchants of death." 2 



1 Lcc. 1967^88, p. 35. 
China: Birth of an Arm* Salesman," Economitt, November 17, 1984. 
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Table 1 
Major Chinese Anna Exports: 1970b 



Country 


Type of Export 


Quantity 


Albania 


J-7 fighter 


25 


Bangladesh 


Type-62 light tank 


40 




J-6 fighter 


36 


Cameroon 


Shanghai <\aaa patrol boat 


2 


Congo 


Type-59 MBT 


15 




Type-62 light tank 


14 


Egypt 


J-6 fighter 


60 


Guinea 


Shanghai -class patrol boat 


4 


Kampuchea (Khmer Rouge) 


Type-59 MBT 


NA 




HJ-73 ATGW 


200+ 




J-5 fighter 


4 




J-6 fighter 


16 


North Korea 


Type-59 MBT 


175 




Type-531 APC 


NA 




Type-59 arty 


NA 




J-5 fighter 


200 




J-6 fighter 


200 


Pakistan 


Type-59 MBT 


200+ 




J-6 fighter 


150+ 




f/uancfcen-clasB FACCT) 


4 




Shanghai -class patrol boat 


12 




Hainen -class patrol boat 


6 


Sierra Leone 


Shanghai<l&BB patrol boat 


2 


Sudan 


Type-62 light tank 


70 




J-5 fighter 


15 


Tanzania 


Type-59 MBT 


30 




Type-62 light tank 


30 




Type-56 APC 


30 




Type-64/-567-59 arty 


160 




J-4/-5 fighter 


12 




J-6 fighter 


12 




J-7 fighter 


12 




Huanchen -class FACCD 


4 




Shanghai -class patrol boat 


6 


Tunisia 


Shanghai -class patrol boat 


2 


Zaire 


T-62 light tank 


50 




Type-56/-59/-60A63 arty 


80 




Huanchen -class FAC(T) 


4 


Zambia 


T-59 MBT 


20 




J-6 fighter 


12 



SOURCE: SIPRI Yearbooka, various years. 
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THE PATTERN OF CHINESE ARMS SALES, 1977-PRESENT 

The "modern" period in Chinese arms sales began around 1977. It can be directly 
linked to the stabilization of Chinese internal politics under Deng Xiaoping and his 
launching of an ambitious modernization program for the country. The demise of the last 
vestiges of the Cultural Revolution and the pronouncement of Deng's "four modernizations," 
particularly that affecting the People's Liberation Army (PLA), opened the way for major 
changes in Chinese arms export policies, greatly increasing not only the number of countries 
to whom China sold arms but also the quantity and variety of the arms sales themselves. 

Chinese motivations behind arms transfers to the Third World have altered 
dramatically since the late 1970s. Increasingly, the Chinese have seen arms sales as a 
means of earning hard currency and gaining access to foreign technology. In both cases, 
these motivations were primarily driven by the requirement to modernize and overhaul the 
PLA. The PLA is currently being buffeted in two directions: the "need" to guarantee China's 
status as a world power, which it defines largely by military capability, and a declining 
defense budget and growing military-technological gap. According to a U.S. China expert, 
Chinese strategists "unequivocally view the modernization of military power as essential for 
China's credibility as a world power in the next century." 3 At the same time, China's armed 
forces are confronted by declining resources and a backward or hidebound military R&D 
syBtem incapable of generating or exploiting technological innovation. Overseas arms sales 
were an important means of funding or otherwise aiding that modernization. 4 

This expansion in Chinese arms sales in the past decade can be seen in Table 2. 
During 1982-89, China rose to become the fifth largest supplier of weapons to the Third 
World, with deliveries totaling over $13 billion; if one counted only arms transfer agreements 
for the latter half of this period (1986-89), China actually ranked third. 6 Deliveries of 
Chinese weapon systems grew 37 percent from the period 1982-85 to the period 1986-89, 
while arms transfer agreements from China to the Third World increased by more than 137 
percent. The character of Chinese arms exports also began to change after 1977. Previous 
major purchasers of Chinese arms, particularly such African states as Zambia and Zaire, 
dropped off, while Beying picked up several new important customers elsewhere in the Third 
World, such as Bangladesh, Egypt, Iran, Iraq, Thailand, and Zimbabwe (Pakistan, a 



3 Pollack, 1991. p. 31. 
4 PoUack, 1991, pp. 29-37. 

6 In comparwon, the Soviet Union during this period ranked first, with sales totaling $133 billion; the United 
States second. S50 billion; France third, $26.5 billion; and the United Kingdom fourth, $14 billion (Grimmett 1990 
pp. 32,45. 66). 



Table 2 
Major Chinese Arms Exports: 1080-1991 



Country 


Export 


Quantity 


Bangladesh 


Type-59 MBT 


36 




J-7 fighter 


16 




Q-5 attack plane 


16 




Jianghu<\ass frigate 


2 




Hegu -cl ass FAC(M) 


4 




Huangfen-c]ass FAC(M) 


4 




Huanchen-c\aaB FAC(T) 


4 




Hainen -class patrol boat 


2 




Shanghai-close patrol boat 


8 




HY-2/FL-1 antishipping missile 


24 


Burma 


J-6 fighter 


20-24 




J-7 fighter 


10-12 




Shanghai- or Hainen<\ass patrol boat 


4? (negotiating) 


Congo 


Shanghai-class patrol boat 


3 


Egypt 


J-6 fighter 


40 




J-7 fighter 


80 




Type-033 SSK 


4 




Jianghu-claaa frigate 


2 




He^UHclass FAC(M) 


6 




Hainen -class patrol boat 


8 




Shanghai [-class patrol boat 


4+ 




HY-2/FL-1 antishipping missile 


72 


Indonesia 


Jianghu -class (?) frigate 


negotiating 


Iran 


Type-59 MBT 


250 




Type-501 APC 


300 




Type-59 arty 


100 




Type- 62 arty 


100 




HN-5SAM 


500+ 




HQ-2JSAM 


50 




HJ-73 ATGW 


6500 




J-6 fighter 


75+ 




J-7 fighter 


60 




Chaho<\ass patrol boat 


3 




HY-2/FL-1 antishipping missile 


72+ 




C-801 antishipping missile 


100 


Iraq 


Type-59 MBT 


1000 




Type-69 MBT 


600 




Type-531APC 


650 




Type-59 arty 


720 




J-6 fighter 


50 




J-7 fighter 


90 




H-6 bomber 


4 




C-601 antishipping missile 


300 


North Korea 


J-7 fighter 


40 




Q-5 attack plane 


40 


Pakistan 


Type-69 MBT 


licensed production 




Type-59 MBT 


1000+ 




HQ-2J SAM 


75 



Table 2— continued 



Country 


Export 


Quantity 




J-7 fighter 


160 




Q-6 attack plane 


150 




HN-5SAM 


200+ 




Han-claas SSN 


1 




Hegu -class FACCM) 


4 




Huangfen-dnaa FACCM) 


4 




Hoinen-cl ass patrol boat 


4 




BaraAa* -class patrol boat 


2+ 




HY-2/FL-1 antishipping missile 


24 


Saudi Arabia 


CSS-2 IRBM 


12+ 


Somalia 


J-6 fighter 


30 


Sri Lanka 


Y-12 transport plane 


10 




J-5 fighter 


2 




J-7 fighter 


4 


Sudan 


J-6 fighter 


12 


Syria 


M-9 SRBM 


negotiating 


Thailand 


Type-69MBT 


72 




Type-531 APCs 


1100+ 




Type-59arty 


16 




Type-82MRL 


NA 




HQ-2JSAM 


12 possible 




J-7 fighter 


24 possible 




Type-033 SSK 


negotiating 




Jianghu -class frigate 


6 




C-801 antishipping missile 


60+ 


Zimbabwe 


Type-59MBT 


36 




Type-531 APC 


10 




Type-54/-60/-63 arty 


25+ 




J-7 fighter 


48 



SOURCE: S1PRI Yearbooks, various yean. 

major buyer of Chinese weapons even before 1977, remained a steady client and actually 
increased its business with China over the new phase). Burma appears to have become 
China's newest customer, signing a $1 billion deal with Beijing in September 1990 for fighter 
aircraft, four patrol boats, ground-based radars, antiaircraft guns, and assorted small arms 
and ammunition. 6 Moreover, during this period, China began exporting types of arms that it 
had previously not sold abroad, such as SAMs, AShMs, bombers and attack aircraft, large 
surface vessels, submarines, and even ballistic missiles. In many instances, this equipment 
simply came out of surplus PLA stocks "lying unused in army warehouses." 7 

China's greatest success during the 1980s was breaking into the lucrative Middle East 
and South Asian arms market, when over 80 percent of China's arms sales were to this 
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region. In particular, the Iran-Iraq war made Tehran and Baghdad two of China's largest 
recipients during the 1980s, TheBe two countries accounted for 57 percent of all Chinese 
arms sales during thiB period. From 1982-89, China supplied 22 percent of Iran'B 
armaments; in 1989, China became Tehran's single biggest arms supplier. During this same 
eight-year period, 9 percent of Iraq's weaponry came from China; however, the value of 
Chinese arms supplied to Iraq was actually greater than that delivered to Iran ($4.2 billion 
versus $3.3 billion), and this overall percentage was smaller only because Iraq outspent Iran 
on weapons by nearly 3:1. 8 

China used some very surreptitious routes to supply arms to Iran and Iraq. Iran, for 
example, received fighter aircraft and other Chinese weapons via North Korea. In Iraq's 
case, in the early 1960s, Egypt and Jordan assembled aircraft kits provided by the Chinese 
and then transferred these arms to Iraq. This fiction permitted the Chinese to deny that it 
had personally delivered such weapons to either side. 

Chinese sales to Thailand (and perhaps to Burma as well) have constituted an 
interesting exception to the current rule of weapons for cash. Bering's rationale for reaching 
out to the Thais was grounded more in regional geopolitical interests. Both have a common 
adversary (Vietnam) and an interest in restricting Soviet-backed activities in the region. 
Hence, China has been willing to sell weapons to Thailand at rock-bottom or "friendship" 
prices. The Thais have been able to buy Type-69 main battle tanks (MBTb) for $300,000 — 
about one-fifth the estimated cost of a comparable T-54/-55 tank — and armored personnel 
carriers (APCs) for $100,000. The Chinese have also offered to set up a joint venture for the 
Thai production of Chinese APCs. 8 

MAJOR TYPES OF WEAPONS EXPORTED 

The majority of Chinese arms sold abroad are simply copies of old Soviet designs, most 
dating from the 1950s or early 1960s. Many of these Soviet-derived weapons have been 
extensively modified and even improved upon, however, and increasingly the Chinese are 
attempting to develop and build their own indigenous weapon systems. The most critical 
categories of arms are main battle tanks, APCs, SAMs, combat aircraft, and AShMs. 

Main Battle Tanks 

China has exported two classes of MBT, the Type-59 and the Type-69. The Type-59 is 
a Chinese-built version of the Soviet T-54 tank. It is usually equipped with a 100 mm gun, 



8 Grimmett, 1990, pp. 33, 36, 67-68. 
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although later models (known as the Type-5911) come with a 105 mm rifled gun. During the 
1950s, 1960s, and even 1970s, the Type-59 was the PLA ground forces' workhorse MBT, and 
thousands were built until production ceased sometime in the mid-1980s. This tank has also 
been exported extensively; since the late 1970s it has been sold to Bangladesh, Iran, Iraq, 
North Korea, Pakistan, and Zimbabwe. In October 1990 it was revealed that Beijing had 
delivered 24 Chinese MBTs, believed to be Type-59s, to the Khmer Rouge via Thailand. 10 

The Type-69, which began production in the early 1980s, is a virtual copy of the Type- 
59, with modifications mainly to the armament, fire-control, and night-vision equipment. 
The Type-691 carries a 100 mm smoothbore gun, a Chinese-developed laser rangefinder, an 
infrared system for night operations, and a full nuclear-biological-chemical (NBC) protection 
system. The Type-6911 MBT is fitted with a 100 mm rifled gun (the Chinese apparently 
suffered declining accuracy with the smoothbore gun and returned to the more tried-and-true 
rifled barrel), side skirts, and a Tank Simplified Fire Control System (TSFCS) consisting of a 
laser rangefinder, a ballistic fire-control computer, and a new tank gun sight 11 Both models 
of the Type-69 have been exported to Iraq and Thailand, and Pakistan has been granted a 
license to produce the tank domestically. 

Armored Personnel Carriers 

The Type-531 (also known as the Type-85) is actually a family of Chinese APCs 
derived from the Soviet BMP-1. It is a tracked, amphibious vehicle capable of carrying up to 
13 soldiers. It is usually armed with a machine gun but can be outfitted with a variety of 
mortars, rocket launchers, or antitank guided weapons. The Type-531 can also serve as an 
armored command post or battlefield ambulance. It has been sold to Iraq, North Korea, 
Tanzania, Thailand, and Zimbabwe. 

Surface-To-AIr Missiles 

China's main surface-to-air missile is the HQ-2 (Western designation: CSA-1), a 
derivative of the Soviet SA-2 Guideline, first fielded in the late 1950s. The HQ-2/SA-2 is a 
low-to-high altitude SAM system, with a maximum range of approximately 35 kilometers. 
The system comes in both semifixed (HQ-2J) and mobile variants (HQ-2B) and is used in 
conjunction with the "Gin Sling" all-weather target acquisition and tracking/missile guidance 
radar. The HQ-2 differs from the SA-2 (which the Soviets themselves are phasing out of 
their arsenal) in that it has been upgraded with new electronics and an improved warhead 
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and has both head-on and tail-chase engagement capabilities. The semifixed HQ-2J system 
has been sold to Iran and Pakistan. North Korea has purchased this missile as well as the 
technology for the system to maintain its own stocks of HQ-2s and Soviet-supplied SA-2s. 
Thailand is also considering the acquisition of this missile syste^ 

The HN-5 SAM is a short-range antiaircraft system baseo e SA-7 GraiL Like 

that of the HQ-2, the original design for the HN-5 dates back to the late 1950s. The HN-5 is 
a shoulder-fired, manportable SAM with a range of only a few miles and is intended for point 
air defense for small ground units. The HN-5 has been supplied to Iran and Pakistan and, 
during the 1980s, to the Nicaraguan contraa. The Chinese have recently unveiled a truck- 
mounted, eight-round version of the HN-5 that has been ofTered for export, but it has not yet 
been sold abroad. 

China is also assisting Egypt in upgrading its missile production facilities, including 
helping it develop an improved version of its domestically manufactured SA-7 SAM, which it 
calls the 'Ayn al-Soqr. Egypt, in turn, has exported many of its missile systems to other Arab 
and African states. 12 

Combat Aircraft 

The first Chinese-built fighter jet, the J-5 (whose export version was known as the 
F-5), was a licensed production of the MiG-17F, a Soviet day-fighter developed in the early 
1950s. Since the 1960s, the workhorse of the PLA Air Force (PLAAF) has been the J-6 
{export designation: F-6), itself a licensed-built version of the MiG-19. The J-6/MiG-19 is a 
1950s-era, swept-wing supersonic combat fighter. During the 1960s and 1970s, China built 
several thousand J-6 aircraft, and, although obsolete, over 3,000 remain operational in the 
PLAAF (out of a total combat aircraft inventory of around 5,000 combat aircraft). 

Even during the 1980s, China continued to export the J-6, often taking aircraft out of 
PLAAF stocks or surplus. Major buyers of this aircraft were Egypt, Iran, Iraq, North Korea, 
Pakistan, Somalia, Tanzania, and Zambia. China is no longer producing or exporting the 
J-6. 13 

The J-7 (F-7) was developed from the venerable MiG-21 Fishbed and is currently 
China's principal combat aircraft for export. Various versions of the J-7 have been produced 
and sold abroad since the 1970s. The J-7 is armed with an internal cannon and can carry a 
variety of short-range, infrared-guided (heat-seeking) air-to-air missiles (AAMs), such as the 
AA-2 Atoll, the PL-2 (a Chinese copy of the Atoll), and the AIM-9 Sidewinder. The F-7A and 
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F-7B were export designations of the earliest J-7 model, and these were sold to Albania, 
Egypt, Iraq, and Tanzania. (In an interesting barter arrangement, Egypt and Iraq 
supposedly traded one or two of their MiG*23s — a more advanced combat aircraft than 
currently exists in the Chinese arsenal — and other weapons 14 in exchange for the Chinese 
aircraft. The Chinese have reportedly attempted to "reverse-engineer" the MiG-23 or 
incorporate its technology in Chinese aircraft,) 

A much improved version of the J-7, built specifically for export, was the F-7M 
Airguard. The Airguard has a more powerful engine and upgraded avionics (provided by 
GEC Avionics of Britain), including improved ranging radar, a head-up display weapon- 
aiming computer (HUDWAC), an identification friend-or-foe (IFF) system, an air-data 
computer, a radar altimeter, and other improvements to the basic airframe. The F-7M has 
been sold to Pakistan, Bangladesh, Iran, and Zimbabwe. Thailand, Burma, and Sri Lanka 
are also buying this aircraft. A further modification of the F-7M, the F-7P Skybolt, was 
delivered to the Pakistanis in 1989; its basic improvement over the Airguard was the 
addition of a Martin-Baker ejection seat and the capacity to carry four AAMs, rather than 
only two for the F-7M. These avionics and other equipment are not found in similar J-7 
fighters (for example, the J-7II and J-7III) in the PLAAF. 

The Chinese also export a dedicated ground-attack aircraft called the Q-5, derived 
from the J-6. It is essentially a MiG-19, but with two lateral air intakes and a solid nose 
replacing the old through-fuselage air intake, allowing room for the installation of various 
navigational aids and weapon-delivery systems. Initial models also possessed an internal 
bomb bay, although that was later replaced by additional fuel tanks. The Q-5 carries two 
internal guns and has ten hardpoints for a variety of munitions, including general purpose 
bombs, air-to-surface rockets, AAMs for self-defense, and even the C-801 AShM (see below). 
In the PLAAF, the aircraft can also carry a 20-kiloton nuclear bomb. China has sold the 
basic Q-5 to North Korea. A modified export version of the Q-5, known as the A-5C, comes 
equipped with improved avionics, a Martin-Baker ejection seat, and provisions for Western 
armaments. This aircraft has been supplied to Pakistan and Bangladesh. 

The Chinese have also sold a handful of H-6 bombers to the Third World. The H-6 
(export designation: B-6) is a Chinese-manufactured version of the Tu-16 Badger strategic 
bomber. The H-6 was originally designed for nuclear strike duties; however, later versions 
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have been modifed for reconnaissance or maritime attack. Four Buch H-6 bombers, together 
with the C-601 air-to-surface antishipping missile, were s^ld to Iraq in the late 1980s. 

Antlshlpping Missiles 

Because of the publicity they received in the West during the Iran-Iraq War, a great 
deal of attention haB been focused on the exports of Chinese AShMs. The largest family of 
Chinese AShMs is derived from the Soviet SS-N-2 Styx. Chinese versions of the Styx have 
been deployed in several modes: coastal (the infamous HY-2 Silkworm, fired from mobile 
launchers), ship-launched (FL-1), and air-launched (C-601). The basic Chinese Styx utilizes 
active radar homing, solid-fuel boosters, and a liquid-fuel rocket engine. Improvements on 
the design include a sea-skimming capability and infrared seeker, and the addition of an air- 
breathing turbojet, but only the basic version appears to have been sold abroad. The HY-2 
has been supplied to Iran; the FL-1 to Bangladesh, Egypt, and Pakistan (mainly deployed on 
t/ian^u-class frigates and Huangfeng- and Hegu-claaa missile-carrying fast attack craft or 
FAC(M)s); and the C-601 to Iraq (for its H-6 bombers). 

Another class of AShM is the C-801. The C-801 is very similar in design and function 
to the French-built Exocet, prompting speculation that the missile is a "bootleg," reversed- 
engineered copy of the Exocet, probably obtained from Egypt or Iraq. 15 This AShM features 
a fully active radar seeker, a solid-fuel engine, and a sea-skimming capability, and it iB 
capable of sinking a destroyer-class vessel. So far, the only confirmed overseas saleB of the 
C-801 have been to Thailand, which will use the missile to equip the six «7ian^Au-class 
frigates it is also buying from China. 18 In addition, there are unofficial reports that Iran has 
also purchased this missile. 17 

Other Weapons, Military Systems, and Weapons Technology 

China has also exported light tanks, artillery guns, rocket launchers, mortars, small 
arms, and ammunition to several African and Asian countries. It has supplied Iran with its 
H J-73 antitank guided weapon, a copy of the Soviet AT-3 Sagger, a first-generation precision- 
guided munition. Bangladesh, Egypt, Iran, Pakistan, and Thailand have become major 
customers for Chinese-built naval vessels, ranging from S/tan^hai'-class patrol boats to 
Jianghu -class frigates; even Indonesia (which recently reestablished diplomatic relations 
with the People's Republic after a 23-year hiatus) is negotiating with China for an unknown 
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number of frigates. 18 Beying has sold four Type-033 (ex-Soviet flomeo-class) submarines to 
Egypt and is negotiating with Thailand for a similar sale. Zimbabwe is supposedly 
purchasing an entire air-defense system from the Chinese, including radar arrays and a 
complete command, control, and communications (C 3 ) network, manned by Chinese 
personnel until enough Zimbabweans are trained to run it. 19 

China haa also begun to deal in more unusual or unconventional arms. It recently 
entered the growing Third World SSM market, and in 1988, in a highly controversial sale, 
China transferred between 12 and 60 Dong Feng 3 (CSS-2) intermediate-range ballistic 
missiles (IRBMs) to Saudi Arabia. In fall 1990, it also agreed to sell Pakistan a nuclear- 
powered Hon-claBs submarine, to counter India's leasing of a C/iarto-class nuclear attack 
submarine from the Soviet Union. 20 

China also exported innocuous-sounding materials that can have important military 
applications. It has sold lithium hydride to Libya and Iraq (the latter in violation of the U.N. 
embargo on sales to Iraq in response to its invasion of Kuwait)," a chemical that can be used 
in manufacturing nerve agents, missile fuel, and even nuclear weapons. Less visible but just 
as significant, China is slowly becoming an exporter of military technology. Admittedly, most 
Chinese technology is much less advanced than that of the West or even the Soviet Union, 
but in certain niches Bey ing has been able to establish a small but lucrative market. One of 
these is nuclear weapons technology. China is allegedly aiding Algeria in developing a 
nuclear weapons program, including building a nuclear reactor in Algeria for producing 
Plutonium. China is also supposedly providing "military advice on how to match nuclear 
weapons to various aerial and missile delivery systems."" It has supplied Iraq and Pakistan 
with sophisticated magnets that are used in high-speed centrifuges employed in the 
production of weapons-grade uranium » Another critical technology is for surface-to-surface 
missiles. China, for example, is assisting Egypt in upgrading its domestic missile production 
facilities, aiding the Egyptians in improving their indigenously built SCUD-B SSM as well as 
their Soviet-model SAMs, and it is supposedly also helping them license-produce Silkworm 
AShMs. Beging has granted Iran a license to produce Chinese versions of the FROG and 
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SCUD-B Soviet SSMs. It has also helped Pakistan develop its short-range Hatfl and 
medium-range Hatfll SSMs. 24 

China has also helped to establish facilities in Pakistan to repair and overhaul J-6 and 
Q-5 aircraft (a J-7 facility will be added in the early 1990s), and to manufacture a Pakistani 
version of the Type-69 tank to be called the Khalid. Meanwhile, in addition to the 
aforementioned offer to establish a Thai production line for the manufacture of Chinese 
APCs, Beijing has proposed a joint venture to repair Chinese tanks in the Royal Thai Army. 25 

THE EFFECTS OF CHINESE ARMS IN THE THIRD WORLD 

Despite the proliferation of Chinese arms in the Third World, the actual military 
utility of these weapons is debatable. Nearly every Chinese weapon system sold abroad is a 
clone of a Soviet design more than 30 years old. Ironically, most of the arms in China's sales 
catalogue can hardly be found in Soviet inventories. Even granting substantial Chinese 
modification of and upgrading of these weapons, many of them are at a minimum two or 
three generations behind current Western or Soviet systems. China's main class of 
submarine, the Type-033, is based on an obsolete Soviet design. Chines MBTs lack large 
caliber, smoothbore cannons, thermal jackets, and reactive armor. Their SAMs are very 
susceptible to most modern electronic countermeasures (ECM), Chinese combat aircraft 
mostly lack sophisticated avionics, such as HUDs and ECM suites, Chinese interceptors, 
such as the J-7, still do not possess an adequate air interdiction radar, or the ability to fire 
radar-guided AAMs. Both the J-6 and Q-5 aircraft, in fact, have hardly any airborne 
electronic systems at all, although the Q-5's solid nose was developed expressly for the 
purpose of installing additional avionics. If anything, the technological gap between the 
Chinese and the Soviets/West has widened, rather than narrowed. 

Much of this equipment is also of poor quality, perhaps even worse than the Soviet 
models upon which they are based. The Chinese have long had a poor record in quality 
control. Indeed, they have frequently consciously emphasized quantity over quality, often 
with disastrous results. Early production models of the J-6 aircraft, Hunched during the 
"Great Leap Forward" in the late 1950s, were so inferior that the PLA refused to accept 
them. 26 Contrary to pronouncements by Chinese officials of a new emphasis on "quality 
first," the workmanship of Chinese products doe3 not appear to have improved considerably 
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since. A Western military journalist visiting Thailand revealed that Type-69 tanks in the 
country's army inventory sported crude welding, suspect steel quality, and a smokey, oil- 
gushing engine; more critically, the MBTb fire-control system and gun are not stabilized, 
while the turret drive causes the gun to wander, greatly degrading accuracy. 27 
Representatives of Aviation Week & Space Technology touring the Chengdu Aircraft 
Corporation wrote of "rough lap joints," "sloppy cockpit transparency sealing," "uneven panel 
joints," and "occasional coarse rivet finishing" in various J-7 models. 28 

The combat effectiveness of many Chinese arms is doubtful, therefore. The Q-5, for 
example, is very limited in its ability to find and strike ground targets; because it lacks 
modern sensors, it would have to first visually identify and locate a target and then dive 
bomb from a medium altitude on a second pass, leaving it vulnerable to identification and 
attack from enemy air defenses. 29 Chinese weapons would be no match for most Western or 
Soviet equipment. A Type-69 MBT, even with its improved fire-control system, would have 
little effectiveness up against a T-72, T-80, or M-l tank (or even a T-64 or M-60). A J-6 would 
be flying cannon fodder against most other combat aircraft. For these reasons, for example, 
the Iranians during their war with Iraq reportedly kept most of their Chinese weaponry 
away from the front, instead deploying it around Tehran to defend the capital. 30 The Iraqis 
also do not appear to employ Chinese equipment in their frontline forces. 

Nevertheless, there have been some very important advantages to Third World 
countries in purchasing Chinese arms. These weapons are usually rugged, simple to operate 
and maintain, and fairly reliable, important attributes in countries where the technological 
expertise or maintenance capabilities may not be high or uniform. China offers an attractive 
alternative source of armaments to a country wishing to reducing its dependence (and hence 
the potential for leverage against it) upon Western or Soviet suppliers. This motive was 
apparent in Thailand's recent purchases of Chinese equipment, for example; the Thais have 
long been concerned about their overreliance upon the United States for the bulk of their 
weaponry, and, quality issues aside, Chinese arms are a good hedge against potential arms 
cutoffs or supply problems. Most Chinese weapon systems are also compatible with Soviet 
equipment, making them additionally appealing to Third World countries that already have 
considerable amounts of Soviet equipment in their inventories. 
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There are also important exceptions to the rule as to the low quality of Chinese arms. 
One of theBe is the F-7M export version of the J-7. The F-7M has been substantially 
upgraded with the addition of Western avionics and is at least as good as or perhaps even 
better than most Soviet-built MiG-21s found in Third World inventories, which usually lack 
HUDs and other sophisticated electronics; the T>pe-531 Chinese APC was found to have very 
good workmanship. 81 Another important exception are China's SSMs and AShMs, which are 
reasonably modern. 

Above all, Chinese weapon systems are cheap and readily available, with few 
questions asked. One can buy a lot of Chinese arms for the price of just one comparable 
Western or Soviet weapon. For the cost of one F-16 (approximately $15 million), for example, 
a Third World country can buy five J-7s (approximately $3 million each). Spare parts and 
technical assistance are also easily obtainable. In addition, in keeping with Bering's policy of 
noninterference in other countries' internal affairs, Chinese arms come with few strings 
attached. China has shown few qualms about selling to almost anyone with the necessary 
hard currency: witness its willingness to sell to both sides in the Iran-Iraq War. It was 
reported that China has also attempted to smuggle weapons to Iraq after the UN-imposed 
embargo via a third country, probably North Korea or Iran. 32 In addition, it iB often ready to 
work out "alternative" purchasing arrangements, such as barter or technology transfers. 

In light of these drawbacks and benefits, one tends to see Chinese armB benefitting its 
Third World customers in one of three ways. For one, Chinese armaments constitute the 
"low" in a "high-low" weapons mix. A Third World country may wish to (or may only be able 
to) buy a few sophisticated Western or Soviet weapon systems, such as tanks or combat 
aircraft, and then also purchase a large amount of cheap, "low-tech," but perfectly serviceable 
Chinese arms to "fill out" its forces. Egypt, Pakistan, and, to a lesser extent, Iraq and 
Thailand are prime examples of this approach. For instance, Pakistan bought 46 F-16s from 
the United States and around 80 Mirage III/Vs from France, but it has also purchased over 
300 J-6, J-7, and Q-5 aircraft from China. Egypt possesses around 140 F-16s and Mirage 
2000s but has supplemented these with a roughly equal number of Chinese fighters. During 
the 1980s, Iraq bought 500 frontline T-72 MBTs and several hundred armored fighting 
vehicles from the Soviet Union, but it also purchased 1,500 Chinese MBTs and 1,000 Type- 
531 APCs during that same period. Sometimes this equipment may be placed in reserve or 
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rear echelon forces. Either way, the availability of Chinese arms has permitted Bcveral Third 
World countries to build up good-sized armed forces for a quite low cost. 

Chinese weapons allow much smaller or poorer Third World countries (the so-called 
"Fourth World") to possesB reasonably large and effective armed forces. Countries falling 
under this category include Somalia, Sudan, and particularly Bangladesh and Zimbabwe, In 
the case of the latter two, the factor of China as a Bource of cheap arms has permitted both to 
greatly expand the size of their forces. Zimbabwe has supplemented its air force of 16 
Hunter and Hawk aircraft with 48 J-7s; it has also purchased tanks, APCs, artillery pieces, 
and other assorted equipment from China. As previously mentioned, Zimbabwe is procuring 
a complete air defense network from China as well. Meanwhile, Bangladesh, with the aid of 
Chinese weapon systems, has more than quadrupled the size of its air force and greatly 
expanded its navy. 

Finally, China has become an important source of weapons for some so-called "pariah" 
nations, such as Iran, Libya, North Korea, and now Iraq. 33 During the 1980s, Khomeini's 
Iran, in part because of the U.S. embargo and in part because it had little money to buy 
Western or Soviet weaponry, became a major consumer of Chinese arms. These weapons, 
especially such controversial ones as the Silkworm AShM, were an important factor in 
keeping Iran in the ballgame in its war with Iraq and in salvaging some of its credibility as a 
regional power to be reckoned with. China may not be the sole potential source for particular 
weapons or military-use equipment— such as strategic chemicals for Libya or nuclear 
weapons-related materials for Iraq and Pakistan— but it is often the only one willing to sell 
to these countries. In all, countries that have overwhelmingly come to rely upon Chinese 
arms are Bangladesh, Iran, Tanzania, and Zimbabwe (along with the Cambodian Khmer 
Rouge), while Egypt, Iraq, Pakistan, and Thailand greatly depend upon Chinese weapons to 
supplement their arsenals. 

DEATH OF A (CHINESE ARMS) SALESMAN? 

During the past decade or so, China has experienced considerable success in 
expanding its arms exports to the Third World. If it did not exactly become a major player in 
the world arms trade, it certainly appeared to be an up-and-coming second-tier supplier, 
offering certain advantages (low cost, ready availability) and filling certain niches (for light 
combat aircraft or for antishipping missiles). Lately, however, China's future as an arms 
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exporter has become cloudy. After peaking at nearly $5 billion in 1987, Chinese arms 
transfer agreements dropped to $2.4 billion in 1988 and to $1.1 billion in 1989. China'B share 
of the world market tumbled from 11.5 percent in 1987 to juBt under 4 percent in 1989. 

The 1988 ceasefire agreement between Iran and Iraq has particularly affected the 
demand for Chinese weaponry, as these two countries were Beying's biggest arms customers 
during the 1980s. Now, with the ending of that war, future large sales to these countries are 
increasingly in doubt. 3 * In a larger sense, Chinese arms sales are simply the victim of a 
general winding down of several regional conflicts — in Afghanistan, Cambodia, and 
Nicaragua — and the subsequent slowdown in Third World defense spending and arms 
purchases that came at the end of 1980s. Third World military expenditures actually began 
falling in the mid-1980s, with defense spending in the Middle East witnessing the most 
dramatic declines. Total worldwide arms transfer agreements with the Third World fell from 
$61.4 billion in 1982 to $39.8 billion in 1988, and to $29.3 billion in 1989. 35 Furthermore, it 
is unclear still whether the recent war against Iraq will mean a new rise in Middle East arms 
purchases or wheth " " '. in fact will lead to stricter controls on the export of weapons to this 
volatile region. 

In conjunction with a shrinking Third World market for arms, China has had to cope 
with growing competition from other developing countries that produce arms for export and 
with an increasingly demanding clientele. Especially Brazil, but also Singapore, Israel, 
South Korea, Yugoslavia, and others offer increasing competition in the Held of low- and mid- 
technology weapon systems for the Third World. Brazil, moreover, is just as prepared as 
China to sell arms to just about anyone. 36 

Future Chinese arms sales are further endangered by growing demands on the part of 
the Third World for more sophisticated weapons. 37 The weapon systems China currently 
exports are fast becoming obsolescent and in need of replacement or serious upgrading. 
Bey'ing has just about saturated its arms niche, particularly among its traditional list of 
recipients, many of whom have increasingly demanded more quality and higher levels of 
technology in the next generation of arms they plan to purchase. One need only to look at 
the weapons that several of these countries have lately tried to buy. Iran, for example, has 
recently signed a $6 billion assistance package with the Soviet Union that includes purchase 
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of at least 14 MiG-29 fighters, and Thailand may buy 300 surplus M-60 tanks from the 
United States. Even Pakistan, one of China's oldest and biggest customers, has expressed an 
interest in purchasing more Western anns. M Expanding its customer base beyond a few 
major buyers in Africa and Asia has proved equally difficult. China has tried without success 
to sell combat aircraft and other military equipment to Latin America, for example, 39 and a 
more competitive Third World arms market could dissipate its pricing and availability 
advantages and further expose its quality disadvantages. Unless it can develop more modern 
weapons to sell on the world market, therefore, China could start to lose important 
customers, and that would mean a loss of what has become a critical source of foreign 
currency. 
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III. FUTURE ARMS SALES AND CHINESE WEAPON MODERNIZATION 

It has been argued that arms exportB, and the foreign exchange they generate, are 
crucial to the future modernization of the PLA. At the same time, the potential for Chinese 
arms sales is greatly dependent upon China's ability to produce more advanced weapon 
systems. China is certainly at no loss for highly ambitious new weapon programs, and it 
currently has several projects at various stages of development that have the potential for 
export. However, probably only a few of these programs will actually lead to large-scale 
production efforts, including overseas sales, given the poor track record China has had with 
past programs. The problem appears to be twofold: Powerful domestic impediments still 
exist to modernization, and the prospects for securing foreign assistance, particularly foreign 
technology, remain limited. 

CHINESE WEAPON PROGRAMS UNDER DEVELOPMENT WITH AN EXPORT POTENTIAL 
Main Battle Tanks 

In 1988, China revealed two new types of main battle tank, designated the Type-8511 
and Type-85IIA. The Type-85 class is derived from the Type-80 MBT, of which only a few 
were built for domestic consumption. The 39.5 ton Type-85 replaces the TVpe-80's Soviet- 
style cast turret with a welded turret having stratified/composite armor; the new MBT also 
features an all-welded steel hull, with provisions for installing a composite armor panel to 
the glacis. The main armament is a 105 mm rifled gun, which can fire either Chinese or 
Western ammunition. The Type-85 features the ISFCS-212 image-stabilized fire-control 
system. A model of the Type-8511 was shown at a Chinese arms exhibition in late 1988, but 
its manufacturers insist that the tank could enter production as soon as orders are placed. 1 

Another Chinese MBT under development is the Jaguar, a joint venture between 
Cadillac Gage Textron of the United States and the China National Machinery and 
Equipment Import-Export Corporation. The Jaguar design is based on the Type-59 chassis 
but with a new, Western-designed turret and hull of stratified/composite armor, a Detroit 
Diesel engine, and Allison transmission. The tank also features a rifled 105 mm gun capable 
of firing NATO standard ammunition, a digital fire-control unit, full night-vision capability, 
and an advanced suspension, all of Western origin. China intends to manufacture the 
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Jaguar, taking advantage of the country's low labor costs, and market the tank to the Third 
World for roughly $1 million each. 2 

The Chinese also offer several retrofit packages for Type-59 and T-54/-55 tanks. These 
include a more powerful engine, an NBC system, a new fire-control system and gun 
stabilizer, and APFSDS-T (armor-piercing, fin-stabilized, discarding sabat-tracer) 
ammunition. 

Combat Aircraft 

China has four major combat aircraft programs currently in the works: the J-8I1, the 
Super-7 replacement for the J-7, the Q-5 upgrade, and the H-7 small bomber. The J-8II 
(known in the West as the F-8II) is a heavily redesigned version of the J-8I high-altitude, 
dual-engine interceptor, which itself is derived from the Mikoyan Ye-152A Flipper (a 
prototype that never went into Soviet production). The most important features of the new 
design are its solid nose (replacing the centerbody intake) and the heavy use of Western 
avionics. In 1986, the United States and China established the "Peace Pearl" program to 
upgrade the J-8 for the PLAAF, under the terms of a U.S. Air Force-sponsored Foreign 
Military Sale (FMS). In 1987, USAF awarded a $550 million contract to Grumman 
Aerospace for 55 avionics upgrade kits, which included a version of the APG-66 pulse-doppler 
radar with a look-down/shoot-down capability (and the ability to fire semiactive radar-guided 
air-to-air missiles), a HUD, an inertia] navigation system, mission and air-data computers, a 
digital databus, and requisite software. Although the Peace Pearl program has since been 
canceled, the Chinese have been fiercely marketing the J-8II (without the U.S. equipment), 
exhibiting it at the recent airshows in Paris and Farnborough. 

Grumman also signed a direct deal with the Chinese to help develop the Super-7 
upgrade/replacement of the J-7 fighter aircraft. The Super-7 is explicitly intended for 
export. 3 Like the J-8II, the Super-7 features bifurcated intakes and a solid nose for Western 
avionics, such as the APG-66 radar, as well as certain structural changes to the basic MiG-21 
design. The aircraft also envisions a more powerful Western engine, possibly either the 
General Electric F404 or the Rolls-Royce RB-199. It is planned for use by the PLAAF (to 
replace the J-6 and J-7 fighters) and for export to the Third World, as a replacement for F-5s, 
MiG-21s, Mirage Ills, and Chinese-built aircraft. The Super-7 program was still only at the 
project-definition phase when it was placed in limbo by the Tiananmen crackdown. 
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In the late 1980a, the Chinese explored two possible upgrades for the Q-5, both 
utilizing Western avionics. One, designated the A-5M (the "A" indicates that the aircraft is 
intended for export as well), was a joint venture among Aeritalia of Italy, the Chinese 
National Aero-Technology Import-Export Company (CATIC), and the Nanchang Aircraft 
Company. The main feature of the A-5M is a new navigation/attack system, based on 
avionics originally developed for the Italian-Brazilian AMX attack aircraft; these include a 
central digital computer, a dual databus, a Litton inertial navigation system, an Agusta 
HUD, an air-data computer, a weapons aiming computer, the FIRR P-2500 ranging radar, 
IFF, and a radar warning receiver. Another upgrade project, the A-5K, was a collaborative 
effort between a French consortium led by Thomson-CSF and the PLAAF, involving a similar 
avionics upgrade using French components. The A-5K program has since been canceled, 
however, and the A-5M is reportedly in production. 4 

Finally, China is developing a multirole combat aircraft, termed the H-7 (export 
designation: B-7). The H-7 is roughly of the same class as the Panavia Tornado or the Su-24 
and would fly both all-weather interdictor/strike and maritime attack missions. The first 
prototype reportedly flew in late 1988 or early 1989, and the Chinese claim that the aircraft 
will enter service in the PLA in 1993-94. However, few details about the H-7 have been 
released, and only models have bo far been exhibited in the West, so the program's status 
cannot be ascertained. The H-7 will also probably need Western avionics, although Beying 
claims that it has provided the aircraft with terrain-following radar and other avionics of 
"Chinese design and manufacture." 5 

Missiles 

Building on its traditional strength in this area, China has several new types of 
antishipping missiles either in development or being offered for export. The C-101 is a 
supersonic, sea-skimming AShM. It is powered by two liquid-fueled ramjets and has a range 
of about 50 kilometers. The C-301 is a larger and heavier version of the C-101 and can fly 
about 100 kilometers. Both appear to be new, indigenous designs not derivative of the earlier 
Styx/KY-2 family. The Chinese have also developed an upgraded version of the C-801 AShM, 
designated the C-802, replacing the former's solid-propellant motor with an air-breathing 
turbojet, for increased range. 

China has recently unveiled several new SAM systems. At the 1988 Asiandex 
exposition, the Chinese introduced a new, all-weather, low and very low altitude SAM 
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aystem, designated the FM-80. The FM-80 consists of a mobile launcher containing four 
infrared-guided missiles, with a maximum range of 10 kilometers. The FM-80 bears a 
remarkable resemblance to the French Crotale, and it is speculated that the Chinese were 
able to obtain a Crotale unit from the Pakistanis and reverse-engineer it. 6 

Another new SAM system is the HQ-61 low-to-medium altitude SAM, which is similar 
to the U.S. Sparrow but both heavier and larger. The HQ-61 (sometimes also called the RF- 
61 A) is available in both ship-based and mobile land-based versions. The missile uses 
semiactive radar homing and has a maximum range of 12.5 kilometers. 

Little is known about the PL-9 SAM Bystem for point air defense. Each unit carries 
four PL-9 Atoll-type, infrared-guided missiles on an armored vehicle, together with a target 
acquisition radar. Thus far, only models of the system have been presented. 7 

The Chinese are working on several new air-to-air missiles. The PL-4 is a semiactive, 
radar-guided AAM similar to the AIM-7 Sparrow. The PL-5 and PL-7 are believed to be 
reverse-engineered versions of the AIM-9 Sidewinder and R.550 Magic AAMs, while the PL-8 
is either a license-produced or export version of the Israeli Python 3. All theBe missiles are 
Btill at the development or prototype stage. 8 

In surface-to-surface rockets and missiles, the Chinese are again poised to offer several 
systems to the Third World market. The M-l system (also called the WS-1) is a truck- 
mounted multiple rocket launcher, and its unguided rocket has a range of 20 to 80 
kilometers. The M-1B is a larger version and can deliver a 100 kilogram warhead up to 100 
kilometers away. In addition, 122 mm and 273 mm multiple rocket launchers are available, 
with ranges of 20 kilometers and 80 kilometers, respectively. A variety of warheads, 
including cluster bombs and other submunitions, are either available or in development. In 
early 1990, there were reports that China had shipped M-1B rockets to either Iran or Iraq. 10 

The Chinese have two new types of SSM, the M-9 and M-ll. The M-9, which is similar 
to the Soviet SS-23, has a range of 500 kilometers and is carried on its own transporter- 
erector-launcher (TEL). The M-ll is still in development, but it is speculated that it will 
have a range of 300 kilometers. In the late 1980s, Syria opened negotiations with China to 
buy M-9 SSMs; however, the current status of this purchase is undetermined. In early 1991, 
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mobile launchers for the M-ll were spotted in Pakistan, along with dummy practice missiles, 
leading to speculation that the two countries have concluded a deal on the Bale of this 
missile. 11 

Other Weapon Systems 

Helicopters. In the late 1980s, China joined with France, Australia, and Singapore 
to jointly develop and build a multipurpose light helicopter called NHL (Nouvel Helicoptire 
Ltger), based on Aerospatiale's AS-350 Ecureuil. China would have its own assembly line for 
the NHL, which would have both civilian and military functions. 

Trainer Aircraft. China has btgun an unprecedented collaborative effort with 
Pakistan to design, develop, and build a primary jet trainer, designated the Karakorum-8 
(K-8), named after the mountain range that separates the two countries. The K-8 is a 
tandem-seat jet, powered by a Garrett TFE731-2A turbofan and incorporating a Collins 
EFIS-86 electronic flight instrumentation package, to be built under license in China. 
Carbon-fiber composites will also be used in the aircraft. Besides being intended for both the 
PLAAF and the Pakistani Air Force, the K-8 is aimed at the export market and will compete 
with such other trainers as the SIAI-Marchetti S-211, the Aermacchi MB-339, and the Czech 
L-39. The K-8 made its first flight in November 1990; production is scheduled to begin in the 
early 1990s. 

Antitank Weapons. The Chinese have developed a second-generation antitank 
system called the HJ-8, a tube-launched, wire command-link, infrared-guided system, similar 
to the MILAN/HOT or the TOW. The HJ-8 can also be mounted on an APC or on the Z-9 
helicopter (a license-built version of the Aerospatiale SA-365 Dauphin 2). 

Naval Vessels. At the 1988 Asiandex exhibition, China unveiled designs for se\eral 
"new" classes of naval vessels, including a frigate, a corvette, and a fast attack craft. Most of 
these designs, however, are simply upgraded versions of existing classes of Chinese warships. 
The proposed EF-4 missile frigate, for example, is reportedly based on China's Luffa-class 
destroyer, replacing the Luda's HY-2 AShMs with the C-801 and adding antisubmarine 
warfare (ASW) rocket launchers, SAMs, a close-in weapon system, and an ASW helicopter. 12 
Vt :ious new types of Jianghu<\&ss fripates have also been introduced, carrying either the 
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C-801 or ASW helicopters. China is also modernizing its Huangfeng and Hegu missile attack 
craft with the C-801/-802 AShM, new fire-control systems, and antiaircraft guns. 13 

Finally, China is offering a modified version of its Type-033-class submarine for 
export. Designated the E5SG, it is armed with the C-801 AShM. 1 * 

Other Weapon Systems. China has recently developed a 155 mm self-propelled 
gun/howitzer, equipped with a 155/45 mm barrel and a semiautomatic loader and capable of 
firing four to five roundB a minute. The gun vehicle is outfitted with a fire-control system 
containing a land-navigation/positioning device and a datalink to communicate with other 
vehicles and battery command posts. Towed versions of the 155 mm gun are also available. 

China manufactures Beveral types of jet engines, which are mostly used on Chinese 
fighter jets. As with most Chinese military equipment, these are based on Soviet designs and 
models, although they have been heavily modified and "nativized." Main Chinese turbofan 
engines currently in production are the WS-6 (which will power the H-7 bomber) and the 
WP-13 (used in the J-8II, J-7III and possibly the Super-7). 1 * Any of these engines could 
conceivably be offered to the export market, for example, to upgrade older or lower-powered 
MiG-21s. 

Last but not least, China is offering several other weapon systems or technologies for 
export. These include an artillery fire-control system, consisting of a laser rangefinder and a 
data transfer link, a tungsten alloy penetrator for 100 mm armor-piercing projectiles, 
antipersonnel mines, a surface-to-air missile detector/jammer, and a dual-phase warhead for 
penetrating reactive armor. 16 China has also been identified as possessing chemical 
weapons, whose technology could be made available for export, 17 

DOMESTIC IMPEDIMENTS TO MODERNIZATION 

The first impediment to China's domestic military R&D program is a lack of money. 
Although the Chinese government has placed a priority upon the modernization of the PLA, 
it has not allocated the necessary additional resources. In fact, Chinese defense spending 
has declined considerably since the late 1970s. According to a 1988 CIA report, China's 
military operating budget had declined by about one-fifth from the previous eight years, 
while defense Gpending's share of total government expenditures dropped from 
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approximately one-third in 1977 to one-fifth in 1987. Defense as a percentage of GNP fell 
from 12 to 5 percent over that same period. 18 

Of course, during that same time, the PLA shed 3 million men, or roughly half of its 
standing armed forces. The Bavings in personnel costs from such a move were actually less 
than might be expected, however, since the retiring of hundreds of thousands of professional 
soldiers sharply increased pension costs. As a result, the PLA was able to free up fewer 
surplus funds for force modernization than it had expected. 19 

Second, the low level of Chinese defense technology is well known, hampering the 
future of modernization programs. China's domestic military R&D is deficient in nearly all 
areas of technology considered to be on the cutting edge of weapon development, including 
carbon fiber composites, reactive armor, microelectronics, cybernetics, avionics, seekers, 
electronic countermeasures and counter-countermeasures, and jet engines. The Chinese 
frequently talk about the "satisfactory progress" that they have made in many areas of high 
technology, but it is difficult to judge the level and extent of this progress, especially 
compared with Western levels. 20 In many disciplines, Chinese technological development 
has stagnated; in the field of electronics, for example, the Chinese are believed to be at least 
15 years behind the West. 21 The Chinese may indeed have made great strides in certain 
areas of more advanced technologies, but it is almost entirely primary or theoretical 
research, with little incorporation beyond a few prototypes. In fact, the Chinese reportedly 
joke that they can build one or two (but only one or two) of anything. 

Even when they have the technology, very little of this has yet reached the stage of 
practical application to Chinese weapon systems. Serial production of most high-tech 
systems also appears to be beyond their capabilities. 22 For example, the most "modern" 
aircraft in China's arsenal, the J-8II, is already obsolete for a 21st century fighter. It is 
based on an original design that is at least 25 years old. The only composites to be found in 
the aircraft are in its tail. Its most important avionics, especially its radar, are all of 
Western origin; even then, its cockpit has been described as comparable to an early- 
generation F-4 Phantom. 23 The H-7 bomber will also contain little composite material; 
furthermore, it will not have the canard design usually found in modern aircraft design, nor 
will it be outfitted with a fly-by-wire system but instead will have a conventional flight 
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control system. 24 The Chinese still do not possess a working radar-guided air-to-air missile, 
limiting their air interdiction capabilities to very short ranges with infrared-guided AAMs. 
These deficiencies are most apparent when one looks at the kinds of basic technologies the 
Chinese are attempting to obtain from foreign sources: avionics from the United States and 
Italy, airborne early warning (AEW) radar and jet engines from Britain, missiles from 
France, etc. Rather than seeking help in improving their own indigenous technologies, they 
are simply attempting to acquire entire technologies outright (and on the cheap) and exploit 
it for their own needs. 

The Chinese philosophy toward military R&D and production is not conducive to 
working with advanced technology. With few exceptions, mainly nuclear weapons research 
and ballistic missiles, the Chinese are not accustomed to devoting "long and painstaking 
R&D efforts" to perfect modern weapon systems. Instead, there is a tendency to rush a 
product through to production, despite the obvious problems such a move might incur (such 
as actually lengthening the "debugging" process). 2 * Defense plants are ill-suited to the 
rigorous demands of today's high technology products, with antiquated machinery, inefficient 
production lines, and a dearth of automation and computerization. In addition, China's 
efforts at reverse-engineering have not been nearly as successful as they are often touted to 
be. Even though the J-7 was only partly reverse-engineered, the Chinese nevertheless lacked 
some equipment and technical data for the MiG-21, delaying work for several years. 26 A 
bootleg version of the French Super Frelon helicopter, the Z-8, was delayed for several years 
during the early 1980s, probably because of engineering problems. 27 More recently, the 
Chinese have experienced problems attempting to reverse-engineer the MiG-23s, T-62 tanks, 
Crotale SAMs, and Afa^ic AAMs they received from Egypt or Pakistan; and to date, not a 
single Chinese-copy MiG-23 or T-62 has appeared in public, while China's reverse-engineered 
Crotale (FM-80) and Magic (PL-7) missiles are either crude copies or still in development. 

Finally, China's military R&D is encumbered by a host of bureaucratic hindrances. 
Military production in China is plagued by a decentralized, redundant system of competing 
ministries and industries. Responsibility for defense materiel production is divided among 
several different ministries: for example, aviation (aircraft), aerospace (mainly missiles), 
electronics, ordnance, and shipbuilding. Each ministry nominally owns or controls all the 
defense plants within its particular manufacturing sector. In addition, the Ministry of 
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National Defease controls its own factories. Each industrial sector has also established its 
own trading company to promote exports and to manage collaborative programs with foreign 
sources. The North China Industries Corporation (NORINCO) is linked with the Ministry 
for Ordnance, CATIC has ties to the Ministry for Aviation, the China Precision Machinery 
Import-Export Corporation (CPMIEC) with the Ministry of Space Industry, etc. In addition, 
the PLA runs its own export company, Polytechnologies. Under Deng's "responsibility 
system," defense industries are expected to operate -n their own generated revenues and 
without the guaranteed market for their products they used to enjoy under the old quota 
system (and in which the services were forced to accept equipment even if they did not 
require or desire it); yet they must also survive in a much smaller and more highly 
competitive domestic market.* 8 Furthermore, whereas before these industries were confined 
to rather narrow ranges of activity (CATIC to aircraft; CPMIEC, missiles; NORINCO, ground 
equipment), they are now increasingly cross-competitive, especially in the export market. 
Polytechnologies, meanwhile, is authorized to sell all types of conventional weapon systems, 
from small arms to combat aircraft to ballistic missiles, in direct competion with CATIC, 
NORINCO, and others." 

This fragmentation and competition are exacerbated by the persistence of overcapacity 
in Chinese military production. Mao's concerns about the vulnerability of Chinese defense 
plants to enemy attack led to the establishment in the 1960s of duplicate factories in the 
interior of the country, the so-called "third-line" defense industries. Not only are these plants 
frequently just as inefficient as the others, but in the current era of downsizing the PLA, 
there is excess production capacity overall in China's defense industry. 30 

Ultimately, the problem here is the lack of centralized management over the whole 
process of research, development, testing, and production in China'E massive defense 
industry. Technically, the Commission on Science, Technology, and Industry for National 
Defense (COSTIND) exerts central control, but it is much too small to be effective. As a 
result, there is no true central oversight directing defense planning and rationally allocating 
increasingly Bcarce defense funding to military R&D programs that show the most promise. 
Instead a fragmented, almost feudal system of defense industry fiefdoms has arisen, fraught 
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with duplication, overproduction, undercapitalization, and the inability to exploit available 
advanced technology. 31 

Chinese military R&D is still suffering from a hangover due to the Soviet style of 
planning and the ideological excesses of its past. The old quota system was a disincentive to 
technological innovation and modernization; with the emphasis on quantity and fulfilling 
quotas, it was easier simply to continue producing the same kinds of armaments, such as the 
Type-69 tank or the J-6 aircraft, despite their growing obsolescence. More critically, Mao's 
fitful efforts at creating a truly proletarian society in China had disastrous consequences for 
military R&D, especially for the development and introduction of more technological weapon 
systems. As previously stated, the "Great Leap Forward" greatly set back the J-6 and Q-5 
programs; in fact, it was more than a decade from program start before series production of 
the Q-5 actually began. For its part, the 1966-76 Cultural Revolution disrupted both the J-7 
and J-8 fighter programs. Although work on the J-7 began in 1961 and a prototype flew as 
early as 1966, it was not until 1979 that large-scale production of a qualitatively satisfactory 
version (the J-7I1) was approved. The J-8 program was begun in 1964, but work was largely 
suspended until 1979; even then, only small numbers of the aircraft (less than 200 
production J-8Is and perhaps a dozen J-8IIs, all prototypes) have thus far been built. 32 
Political events in China have left military R&D approximately 20 years behind the West 
technologically, while "inertial tendencies" of Soviet-style planning have made it difficult for 
the defense industry to adapt to a more competitive market system and fully exploit 
advanced technologies. 33 It is hardly much easier today, even under the current economic 
liberalization measures of the Deng regime. The lack of guaranteed internal customers for 
their products makes it hard for some defense industries to put precious resources into 
programs that may have no payoff. The struggle between economic reformers and 
communist hardliners still goes on; indeed, a defense plant manager may never know when 
the "responsibility system" may end and ambitious weapons projects be curtailed, and he 
could be branded a capitalist to boot. 

LIMITS TO FOREIGN ASSISTANCE 

The inability of China's domestic defense industry to generate the necessary 
technological developments for modernization has forced the Chinese to accept that they 
have few short-term alternatives except to go abroad for assistance. During the 1980s, the 
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Chineae embarked on Beveral overseas "shopping expeditions" and entered into Beveral joint 
ventures with the West involving technology transfers, China began collaborative programs 
with various U.S. defense firms, including the J-8II avionics upgrade (with the blessing of 
the U.S. government), the Super-7 fighter, and the Jaguar MBT. The United States aiso 
agreed to sell to Beying four Mk.46 antisubmarine torpedoB and four artillery-locating radar 
sets, and the technology and hardware to build two artillery ammunition factories in China 
to produce M-107 155 mm projectiles, M-577A1 and M-739A1 fuses, M-82 fuses, and high 
explosives. 34 China has purchased 24 Sikorsky S-70 Blackhawk helicopters and four Bell 214 
helicopters; and, just before the Tiananmen crackdown, it had concluded a deal to buy six 
CH-47D Boeing Chinooks. 35 General Electric is providing LM-2500 gas turbines to power 
two new destroyers under construction in China. The United States, at one point or another, 
has offered to sell TOW antitank weapons, Hawk surface-to-air missiles, and the Phalanx 
close-in weapon system, 36 while China has expressed an interest in obtaining U.S. aircraft 
carrier technology. 37 

The United Kingdom has also developed a close working relationship with the Chinese 
defense establishment. GEC has been supplying avionics kits for the F-7M and F-7P aircraft 
since the early 1980s, in what has been one of China's most successful collaborative programs 
for arms export. In the mid-1970s, China purchased a license to manufacture the Kolls- 
Royce Mk.202 Spey turbofan engine, which they designated the WS-9. 38 China and Britain 
have collaborated on the NVH-1 prototype infantry fighting vehicle (basically, a Type-531 
APC with a British-produced turret gun). CATIC and Thorn-EMI have discussed cooperating 
on the development of an AEW aircraft, using Thorn-EMTs Skymaster early-warning and 
maritime reconnaissance radar. GEC, meanwhile, has offered to sell the airborne radars 
originally intended for the RAF's now-canceled Nimrod AEW aircraft program. China has 
also attempted to obtain an in-flight refueling capability from the British and, in the past, 
expressed an interest in buying Sea Dart SAMs (to upgrade its Luda-class destroyers) and 
Harrier jump jets. 19 

In addition to the abortive A-5K upgrade and the aforementioned NHL program, 
France has sold the SA-342 Gazelle, AS-332 Super Puma, and Dauphin 2 helicopters to 
Beying, together with the rights to license-produce the Dauphin, which the Chinese 
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manufacture under the name Z-9. Thomaon-CFE has won a contract to upgrade two Luda- 
class destroyers, including a navalized Crotale SAM, the Sea Tiger air/sea search and target 
designation radar, and a TAVTTAC tactical data handling system. 40 In the past, France has 
also attempted (unsuccessfully) to sell MILAN/HOT antitank guided weapons and Mirage 
2000 fighter aircraft to China. 

Other Western partners include Italy (the A-5M upgrade), Switzerland (Contraves had 
at one point agreed to Bell its Skyguard air defense system to the PLA), and Germany 
(Daimler Benz has transferred technology to China for it to license-produce cross-country 
trucks for the PLA). 41 

Recent events have shown the limits to foreign collaboration with China, however. 
One of the fallouts from the Tiananmen crackdown was the West's cancellation or suspension 
of several of these joint arms ventures and the imposition of an embargo on military Bales to 
China. The United States halted all further deliveries of weaponB or military technology to 
China and suspended all commercial military sales (such as the Jaguar program and 
Grumman's Super-7 deal), although many projects, particularly the J-8II upgrade program, 
were not canceled outright. Contraves has canceled its plans to sell the Skyguard to China. 
The future status of the Italian A-5M program, the British AEW project, and the French 
NHL undertaking are also unclear. 

Of course, many countries' capacity for sustained moral indignation is rather low, and 
a few Western nations have already begun dealing with the Chinese again. The British 
government gave approval to GEC to continue providing avionics kits for the F-7M/F-7P 
program, arguing, "We imposed an arms ban. Avionics are not arms." 42 The French are 
going ahead with plans to upgrade Chinese destroyers, and in October 1990 Thomson-CSF 
was cleared to sell radars and missiles to China, since it concerned "naval equipment that is 
in no way of a 'repressive' character." 43 Even the U.S. Department of Commerce has tried to 
permit the sale of high-speed computers to China, despite objections from the Defense 
Department. 44 

Despite the resumption of some sales and joint ventures, the former euphoria about 
Sino- Western collaboration has waned, and the West is now sadder but wiser when it comes 
to working with the Chinese. Few Western Bales to China have ever materialized. 
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Prospective deals such as the Harrier, the Mirage, the MILAN and TOW, and the airborne 
refueling technology have all come to naught. Tiananmen proved that, in spite of certain 
economic reforms, Beying is still basically a repressive communist dictatorship, which many 
Westerners will find reprehensible. To th'a should be added Chinese xenophobia and the 
limits this imposes on cooperation w>t'. he West. China's communist leaders, whether 
reformist or hardliners, do not wish ij become overly dependent upon foreign technology, 
which could provide outsiders with leverage over their domestic policies. 46 It was the 
Chinese, and not the Americans, who eventually canceled the "Peace Pearl" J-8II upgrade 
program, in part because of cost overruns but in part also because of the way the Chinese 
believed they were treated by the United States after the Tiananmen crackdown. 46 

Politics aside, other impediments to Sino- Western arms collaboration exist. One of 
these is a basic philosophical difference between the Chinese and their Western partners 
when it comes to the objectives of joint commercial ventures. Western companies would 
prefer to sell already manufactured systems to China or, at the very least, enter into 
licensed- or coproduction ventures with Chinese firms (capitalizing on China's low 
manufacturing costs, for instance). Beying, however, does not possess enough hard currency 
to purchase abroad; despite numerous overseas visits and endless negotiations with Western 
defense firms, China has engaged mostly in "window-shopping and kicking tires," 47 as well as 
gathering a lot of technical information. It would prefer to obtain foreign assistance and 
capital to modernize its indigenous defense industry. Hence, the Chinese emphasize 
Western investment, technology transfers, and as much national control over coproduction 
endeavors as possible. Essentially, they are saying to the West, "You give us the money, the 
know-how, and the factories, and we will build and sell it and give you a percentage of the 
profits." For these reasons, one should not be overly optimistic about the future of many 
current or envisioned collaborative armB programs. 

Above all, the Chinese would prefer to own the technology and produce the systems 
themselves. Even here, they have had difficulties effectively exploiting Western technology 
even when it was made available to them. Perhaps the best example of this was China*s 
experience with the Spey jet engine. The Chinese went to considerable efforts to obtain 
licensing rights to the Spey and to establish their own facilities for producing the engine, 
which they planned to use in their J-7III and the J-8 fighters. Over 40,000 pages of 
documents had to be translated into Chinese and 30,000 design drawings made up. Some 



46 Tow, 1984, pp. lfiO-151. 
46 Starr and Barrie, 1990. 
47 Lee. 1987-88. p. 42. 



-33- 

700 advanced machine tools and facilities had to be imported. Yet in the end, only a handful 
of SpeyB were ever built, and by their own admission, "there was no proper application for 
the engine." 48 It was too big for the J-7, and the Chinese experienced technical problems 
installing a single Spey engine in the J-8, 4B 

As a result of these various hurdles, few Sino- Western joint ventures have ever gotten 
as far as the prototype stage, and even those stand little chance of progressing much further. 
A majority of these endeavors in importing Western ByBtems/technologieB or in collaboration 
have either been canceled or are currently on hold (and with few prospects of being 
restarted). Future Western assistance in modernizing China'B defense industry is unlikely to 
be substantial, therefore. 

Two non- Western countries, Israel and the Soviet Union, appear to be stepping into 
the West's place. Although the two countries have no formal diplomatic relations, secret 
military ties between Israel and China allegedly date back to 1980, and various reports 
estimate that Israel has exported between $1 and $3 billion worth of arms and technology to 
the People's Republic. Tel Aviv has supposedly sold China laser-guided armor-piercing 
warheads; 122 mm, 130 mm, 152 mm, and 155 mm artillery ammunition; and 105 mm 
cannons for refitting Type-59 tanks. 80 

In addition, since Tiananmen, Israel has emerged as China's leading foreign supplier 
of advanced technology. There have been reports that Israel has aided China in developing 
the HQ-61 surf ace- to- air missile, that it provided improvements to the guidance systems for 
the CSS-2 IRBMs that China sold to Saudi Arabia, and that it helped the Chinese produce 
their own version of the Israeli Gabriel AShM. The Israelis are allegedly providing advanced 
missile guidance technology to the Chinese and helping them develop reactive armor for 
Chinese tanks. The new Chinese PL-8 air-to-air and surface-to-air missile, for example, is 
supposedly a direct copy of the Israeli Python 3 miBsile. Israel is also helping the Chinese 
develop an airborne early warning system, converting a Y-8 CAn-12) transport plane into an 
AEW aircraft. Finally, there are indications that the Israelis are aiding China in developing 
a new muitirole combat aircraft, using technology derived from the canceled Lavi fighter 
program — a project that received a great deal of U.S. financial and technical assistance. In 
fact, Israel has been termed China's "back door" to U.S. technology. 61 
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The Chinese have also begun to look to the Soviets as possible providers of arms and 
technology. Chinese officials already have expressed an interest in purchasing MiG-29 
F Icrum, Su-24 Fencer, and Su-27 Flanker aircraft or in acquiring Soviet aircraft radar and 
weapons-ranging equipment. China is also interested in Soviet assistance with aircraft 
carrier technology. A Sino-Soviet arms deal could be a "natural," in fact. Chinese military 
systems, since they are largely based on Soviet designs, would probably be better ably to 
absorb Soviet equipment and technology. Sino-Soviet ties have improved immeasurably in 
the past year, which could facilitate an arms deal. Many of China's objections to better 
relations with Moscow (the Soviet presence in Afghanistan, Vietnam's occupation of 
Cambodia, the number of troops along the Sino-Soviet border, etc.) have more or less been 
resolved, and this new relationship was capped by Gorbachev's visit to China — the first by a 
Soviet leader in nearly 30 years — in May 1989. 62 

Nevertheless, there are limits even to these dealings. Beijing risks alienating Arab 
states and the rest of the Third World (who are also important arms clients) by pursuing too 
close or too open a relationship with the Israelis; similarly, Israel would not want to upset 
the United States by providing too much advanced technology to China. The new Sino-Soviet 
relationship is still too young to be certain of its long-term successes. The USSR faces the 
same problems as do Western defense firms: The Chinese want less to buy surplus Soviet 
equipment than they desire technology transfers and license production rights. It is doubtful 
at this juncture that the Soviets would be willing to release such critical, sophisticated know- 
how as MiG-29 or aircraft carrier technology, however, 63 Furthermore, when the Chinese do 
wish to buy modern Soviet weaponry outright, they want "friendship prices" and a barter 
arrangement to cover all or part of the purchase, while the Soviets demand full price ($35 
million to $40 million for a Su-27, for example) and in hard currency. 54 

China with Military Technology, Paper Says," Reutert, June 13, 1990; Foea, 1991; "China's changing doctrine," 
Jane't Defence Weekly, March 11, 1989, p. 442. 
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IV. CONCLUSIONS 

Chinese weapons appear to have contributed little serious offensive capability to the 
Third World arsenals in which they can be found. The effect of these weapons on U.S. 
options for direct military intervention in regional conflicts is limited. In most cases, these 
arms would be no match for technologically superior U.S. or other Western weapon systems. 
For example, U.S. countermeasures should easily outwit Chinese antishipping or antiaircraft 
missiles; Chinese antitank weapons probably could not penetrate U.S. armor. Chinese 
armaments in the arsenals of potential U.S. adversaries (e.g., Iraq or North Korea) are not 
usually found in frontline forces. In the Gulf war, Chinese weaponry in the Iraqi armed 
forces did not distinguish itself in battle; in the one recorded instance where the Iraqis fired a 
Silkworm missile at a British frigate, the British easily shot down the incoming weapon. At 
best, therefore, these weapons might be said to have a nuisance value. 

The transfer of Chinese weaponry to Africa, Asia, or the Middle East generally has not 
led to any substantial military destabilization of these regions, or at least they have not been 
as serious a cause as the sale of Soviet, Western, or other Third World arms. For the most 
part, the kinds of other Third World forces these weapons would conceivably go up against 
(e.g., Pakistan vs. India, Egypt vs. Israel, Zimbabwe vs. South Africa) are usually superior in 
firepower and offensive capacity, sometimes vastly so, Chinese equipment in Iran's armed 
forces was no match for the Soviet or French arms in Iraq's army, for example. In several 
instances, therefore, Chinese systems have served mainly to boost a Third World country's 
defensive capacities, by improving its ability to patrol and protect its national airspace or 
territorial waters and guard its frontiers. 

Of course, there are important exceptions to this rule, and in certain key areas 
Chinese arms sales could endanger important U.S. clients in the developing world or even 
constitute a threat to U.S. strategic interests in various Third World regions. China, often 
with help from Western friends, produces a few very potent weapon systems that could 
profoundly affect regional military balances. As previously stated, these include the F-7M 
Airguard, the Silkworm family of antishipping missiles, and various types of ballistic 
missiles. Although Iran's Silkworm missiles were not much of a threat to military vessels, 
they nevertheless sent chills down the spine of commercial shipping in the Gulf. The risk 
stemming from the possible proliferation of Chinese ballistic missile systems or SSM 
technology is self-evident. The transfer of CSS-2 IRBMs to Saudi Arabia is a good example of 
how Chinese arms sales can undermine U.S. political goals in the Third World, vhile the 
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possible Bale of M-9 short-range ballistic missiles to Syria or the M-ll to Pakistan could be a 
serious military challenge as well to U.S. or Western interests in the Third World (e.g., 
threatening Israel). 

Chinese arms production and exports could weaken U.S. strategic ties with various 
friends and allies in the Third World. Thailand has used its weapon purchases from China to 
lessen its dependence upon the United States for arms, and the CSS-2 missile sale 
temporarily at least cooled Saudi-American relations; in addition, Israeli military assistance 
to China is a potential Bource of friction between Tel Aviv and Washington. 

The low cost of Chinese equipment permits an attacker the option of using superior 
numbers to overwhelm a technologically more advanced opponent. For all these reasons, 
therefore, the potential political/military effect of Chinese weapon systems in the Third 
World, although small, cannot be totally ignored. 

At the same time, the prospects for future Chinese weapon sales to the Third World 
are not bright. Not only are Third World arms purchases dropping, but China is losing its 
share of the market. The People's Republic risks losing many of its traditional and more 
recent customers if it cannot satisfy growing demands for weaponry of higher quality and 
more advanced technology — e.g., precision-guided munitions, SAMs, ballistic missiles, and 
submarines. It is uncertain whether the recent Gulf war will lead to a resurgence in arms 
sales to the Middle East from which the Chinese could profit, or to the imposition of a strict 
weapons export control regime on this region (particularly where Iraq is concerned), as many 
have called for. Even if there is an increase in such sales, it is more likely that Western and 
not Chinese weaponry (or Soviet arms, for that matter) will benefit from Buch an upsurge. 

With few new large arms agreements in the offing, Beijing is faced with three options. 
One is to make up for this with lots of small sales, particularly by concluding arms deals with 
countries to which China has not previously sold weapons. Chinese armaments still have the 
advantage of low price, simplicity, and ruggedness, and, to its credit, China has enjoyed some 
recent success in expanding its customer base, selling military transport aircraft to Sri 
Lanka, concluding a modest arms agreement with Burma, opening talks with Indonesia on 
the possible sale of frigates, and so forth. However, Beying has always had a very limited 
clientele, few of whom are among the major Third World buyers of arms, and it has thus far 
failed to penetrate several potentially lucrative markets, such as Latin America, Northern 
Africa (aside from Egypt), or, outside of a few customers, the Middle East. Part of the 
difficulty here is political; many of the countries in these regions are either Soviet (Syria, 
Libya) or American (Honduras, Morroco, Saudi Arabia) client states. Others, such as the 
conservative Arab states, Chile, and rightist regimes in Central America, are traditionally 
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anti-"Red China," and many in fact still recognize Taiwan as the Republic of China. The 
People's Republic has historically had few diplomatic dealings with countries in these 
regions, bo its ties to these areas tend to be weak. Still other Third World countries are 
themselves competitors with China for Third World arms sales (e.g., Brazil and Argentina). 
Finally, China's edge in pricing and availability could dateriorate, as the Soviet Union, the 
former East European communist states, and even the West — who are all in the process of 
greatly reducing their armed forces and are flush with excess weaponry and overcapacity in 
their defense production — might flood the world arms market with high quality Becond-hand 
weapons at rock-bottom prices. 1 

As a second option, China can accelerate its modernization and upgrades programs to 
stay competitive. Achieving that, however, will be nearly impossible without massive 
amounts of foreign assistance, both financial and technological, which in the present political 
atmosphere is difficult to foresee. Yet even if certain foreign collaborative programs do come 
back on line, they will remain modest compared with China's overall military modernization 
requirements. 

Finally, the Chinese could choose to specialize in their future modernization and arms 
sales. Drawing on traditional strengths in certain areas of domestic military R&D and 
production — again, mainly combat aircraft, AShMs, and surface-to-surface missiles — and 
making pointed use of foreign assistance in key fields, China could carve out quite a good- 
sized niche for itself in a few highly lucrative categories of arms (and thus help underwrite 
the modernization of the PLA). Perhaps the most important of these is low-end combat 
aircraft. Over the next decade, several dozens of countries around the Third World will need 
to start replacing aging MiG-19s, MiG-21s, Mirage Ills, and F-5s. Neither the Soviet Union 
nor the West (since the cancellation of the F-20 Tigershark) has any program for producing a 
simple, low-cost, light combat fighter. The MiG-29 and Su-27 are large, complex aircraft, 
suited more to current Soviet needs than to those of most Third World countries. The French 
Rafale, the European Fighter Aircraft, and the Swedish Gripen are all too expensive. The 
British Aerospace Hawk 200 is touted as a low-cost fighter jet, but it lacks a true fighter's 
supersonic speed and maneuverability. Even the F-16 has grown too heavy and too 
expensive for much of the Third World. The market, therefore, is wide open to a Chinese 
fighter option, such as the Super-7, should the Chinese be able to get such a program cfTthe 
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ground and running. Furthermore, the K-8 trainer/light attack jet could offer serious 
competition in Third World markets, and this program should also be closely watched. 

China has long been quite strong in the area of antishipping missiles, and such new 
systems as the C-802, C-101, and C-301 AShMs offer a cheap, plentiful, and fairly 
sophisticated option for Third World countries wishing to strengthen coastal defenses and 
ship-to-ship capabilities; in conjunction, China could expand its sales of missile patrol craft 
and frigates (armed with the new AShMs) and its retrofit of existing naval vessels with more 
modern antishipping weapons. China could also become a major supplier of ballistic 
missiles, particularly the M-9 and M-ll SSMs, as well as offer several kinds of key upgrades, 
subsystems, and technologies for export, including T-54/-55 tank retrofits, fire-control 
systems, and SAM/SSM/AShM technology transfers. Finally, as is already evident in such 
endeavors as the Sino-Pakistani K-8 aircraft and China's aid to Iran's ballistic missile 
program, China could become increasingly active in joint ventures with other Third World 
countries in developing and producing weaponry. 

The emphasis in Chinese arms transfers to the Third World could undergo a dramatic 
shift, therefore. China may continue to provide low-end military equipment to the Third 
World, but increasingly its arms exports could be directed toward fulfilling a few niches of 
"mid-tech" weaponry, if it acted to put the right priorities and resources into those programs 
with the most potential for foreign sales. In fact, there are some indications that China 
might indeed be moving in such a direction, given its recent efforts to push its missile 
products and to find foreign partners for its aircraft programs (while maintaining a certain 
level of sales of its more traditional main battle tanks, artillery, ammunition, and patrol 
craft). If so, then Chinese weapon sales to the Third World, although fewer perhaps, 
eventually could considerably influence regional military situations. 
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